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5 SEPTEMBER 19 


ANAL 


BACKGROUND^ ^PAKA UA AND T. 


The i Suez crisis lias brought the historical Panamanian attitude toward 
JJie Panama Canal into new prominence . 


Panama has campaigned for many years to gain the right to partiri 

..y //• y 4 ‘‘ ' 'jit''' .' ; V 

pate in the operation of the Panama Canal and to get a greater 
share of the canal's profits { A new treaty with Panama was 
signed in 1955, and, at that time, an accompanying "memor andr t of 
understanding” stated that the US Congress would consider new 
legislation regarding Canal Zone affairs. 

Such legislation envisioned: , 'M 


Establishing a single basic wage scale for all Canal Zone 


employees 
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2 , Giving Panamanian Canal Zone workers the benefits of 

; -'C •' ' .5 ■ i- ■ v’? 4 <: 

"'- 1 Service retirement. . . ; Jp! ft; # v ; ■■ 

3 Authorizing equality of opportunity to Panamanians for : 


employment in non-sensitive Lanai Zone Jobs. ' % 

•l Transferring certain urban lands fi’om the Canal Zone to Panar< 


T>. Exempting: from the "Buy America Act” Panamanian products for 
sale to the Canal Zone. J 

6 Transferring to Panama the Job of supplying non-US ships 
transiting the Canal 

7 Authorizing construction of a new bridge across the Canal 
The US Congress adjourned this summer without considering this , 
legislation and 'the Panamanian Government was bitterly disappointed 
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two local issuer- i 




a us Interpret;, t ion of'i tft'jp 
' Sle ba sl( - wajje -scalo for all Ca-al'lfj 
the US holds that wages ; for “ 'I giv& job 'Wli 
according to the area from which the ^4|| 


•V, -A 


ntinue t.o »,-• , s . - 
ployees la Mm 


nos it ion come ; . ■ 

The second issue concerns a US request for^tho establishment of 
radar-sites (in defense of the canal) with Panama. Here the 
Panamanians hold that a new formal agreement is necessary wh j I 

Ui " US holds that the treaty commits Panama to furnishing 

■ uch sites. "v-m- c - 
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‘ iUent^iUas and President-elect De La Guardia ^|^fwil.4, <t taWe | 

■ .in 1 October) have -agreed to make a major on the^ canal ^ 

; V' f ho next four years.. : : /')-'■ : : r ... _ 1, 

l-nder . tit is /agreement , the Panamanian Government will 'harp const.) t--. 
iy" on Panama’s "sovere ign ty" over the canal, and ping away at 
i he sirniliarities between Suez and Panama, \ 

The Government will also encourage "legislative study" of the 
nationalization" or "internationalization" of the Panama Canal 
This Panamanian plan is probably inspired in < party by the 
Government’s wish to distract the public from the nation’s s<-rlo;- 

i roes tic problems. ‘ ... ,4 1 |1 ■ 


^5X1 C 

■ \ ' ■ 

l \ 

■ \ # 
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is weakened by bitter internal d 

V’l ■ ■ Vi. ... / V, ; • fy , 

'■ ■' . i,' *' ' ' : ■ • - ' : 

corruption.:: ,v . 


1 mouiye ; is. . proDaqxy xne ruling coalition' 

C&'‘ 11 " 


Nonetheless , the issue is "alive" enough to allow easy ©xploitat 1 
by the Government and is likely to provide Panama’s anti-US and 
ultra-nationalist elements with considerable ammunition. 

-Vith regard to these prospects, the Office of National Estimates 
s tatos : 

A Panama’s economic demands will be partially met; as soon as Coe pi ■ 
passes the legislation necessary t:o implement the Memorandum of 
Understanding attached to the 1955 Treaty. 
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1 ; This legislation is apparently being delayed because 

Panama's refusal to grant the United States certain radar 1 

* '-ft • •> ' . t r j : , 4 yj/'ly • 


sites near the Canal, 


‘ Y«t' - . v* 


■%A .-44 


2' '\These matters will probably be cleared up by negotiations 
during tht; coming year. 

Panama, however, will almost certainly continue to agitate for 
joint operation of the Panama Canal Company and for additional 


icononuc benefits. 

1 , if it fails to obtain satisfaction, we believe Panama will 
probably attempt to contest US sovereignty over the CanaJ 
Zone by appealing either to- the OAS or the UN, or both. 
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